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STATE CORPORATION COMMISSION
BUREAU OF INSURANCE
March 31, 1980

Adm ni strative Letter 1980-2

TO Al'l Conpanies Licensed to Wite
Honeowners I nsurance in Virginia

Section 38.1-335.2 of the Code of Virginia provides that
"any insurer who issues or delivers a Honmeowners | nsurance Policy
in the Conmonweal th shall offer as an option a provision insuring
agai nst | oss caused or resulting fromwater which backs up through
sewers or drains." (enphasis added)

It appears that sonme conpani es have interpreted this
statute to nmean that this coverage nerely has to be available in
case anyone asks for it. This is not the Bureau's interpretation.

The purpose of this letter is to inform each
conpany licensed to wite honeowners insurance inVirginia
that Section 38.1-335.2 requires a positive offer or notice
of coverage for loss fromwater which backs up through
sewers or drains. Insurers have flexibility as to the
manner in which the offer or notice is given. For exanple,

a “stuffer” may be used at the time an application or policy

is mailed to an insured. Also, the offer or notice may be
given on the application itself so 1ong as it is promnently
di spl ayed. \Whatever the neans, the notice or offer nust not
be ambi guous or obscure and nust be given no later than at
the tine the policy is delivered.

Al so, it appears that conpanies have not uniformy
interpreted Section 38.1-335.2 regardi ng how often the offer or
noti ce nust be given. Sone conpani es have been giving a notice
only when a policy is delivered initially. These conpani es have
not been giving a notice on renewal. O her conpani es have been
giving a notice both at the time a policy is initially delivered
and on renewal. Wiile the statute is not as clear as it could be
in this respect, the Bureau's interpretation is that the offer or



notice required by Section 38.1-335.2 nust be given at the tine a
homeowners policy is renewed as well as at the tine a policy is
initially delivered.

| have attached two exanple notices simlar to ones being used in
Virginia. These exanples may be of help in determ ning the kind of notice or
of fer that a conpany should use to conply with Section 38.1-335. 2.
Pl ease nmake certain that your conmpany is in conpliance with
Section 38.1-335.2. Future market conduct exam nation by the Bureau wl|
i nclude a determ nation of whether conpanies are conplying with this statute.
Si ncerely,
James W Newman, Jr.
Commi ssi oner of |nsurance

JWNj r: dj
Attachnents



Exanple 1
SEVIEER BACK- UP COVERAGE

XYZ Conpany is offering an optional Sewer Back-Up Coverage on its Virginia
Honmeowner s and Tenants policies. |t provi des protection agai nst damage from wat er
whi ch backs up through sewers and drains.

If you desire to carry this coverage, please check the appropriate block to
i ndi cate the deductible you desire and print your nane below, sign and return
this formto XYZ Conpany in the encl osed envel ope.

» Please add Sewer Back-Up Coverage with a $50 deducti bl e.
The additional premumis $_ a year.

* Please add Sewer Back-Up Coverage with a $100 deducti bl e.
The additional premiumis $_ a year.

» Please add Sewer Back-Up Coverage with a $250 deducti bl e.
The additional premumis $_ a year.

( Narme) (Si gnat ure) (Policy Number) (Dat e)
(I'f Known)



Exanpl e 2

SEVER AND DRAI N
BACKUP COVERACGE CAN
NOW BE ADDED TO
YOUR
(I nsert Conpany Name)

HOVEOMNERS POLI CY

See Your Agent For Details

(I'nsert Conpany Logo, etc.)




